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1 . MINISTRY OF PRETROLEUM RESOURCES HELD FIRST SERIES OF 
MEETINGS WITH OIL COMPANIES TO DISCUSS PROPOSED NEW INVESTMENT 
INCENTIVES APRIL 7. DIRECTOR OF PETROLEUM RESOURCES F.R.A. 

MARINHO PRESENTED MINISTRY'S PROPOSALS ORALLY TO COMPANY 
REPRESENTATIVES AND REQUESTED COMPANY COMMENTS WITHIN TEN DAYS. 

2. ESSENTIAL TERMS AS FOLLOWS: 
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A) COMPANIES WILL BE ALLOWED TO WRITE OFF 100 PERCENT OF 
COSTS, BOTH TANGIBLE AND INTAGIBLE, OF WILDCAT EXPLORATION 
WELLS AS WELL AS FIRST TWO APPRAISAL WELLS IN SAME YEAR 
AS COSTS INCURRED. 

B ) CAPITAL DEPRECIATION ON PRODUCTION FACILITIES WILL BE 
ACCELERATED FROM PRESENT 5 AND 10 PERCENT PER YEAR ON 
DECLINING BALANCE TO A FIGURE BETWEEN 15 AND 20 PERCENT 
PER YEAR ON DECLINING BALANCE (ESACT PERCENTAGE DEPENDS 
ON RESULT OF COMPANY-FMG NEGOTIATIONS). 

C) INVESTMENT IN DEVELOPMENT WELLS CAN BE WRITTEN OFF AT 
RATE OF 20 PERCENT PER YEAR ON STRAIGHT LINE BASIS. 

D) OIL PRODUCTION FROM WELLS DRILLED IN WATER OVER 50 
METERS DEEP WILL BE LIABLE TO ROYALTY PAYMENT OF SIXTEEN 
AND TWO-THIRDS PERCENT INSTEAD OF PRESENT TWENTY PERCENT. 

E) OIL PRODUCTION RESULTING FROM COMPLETELY NEW INVESTMENTS 
IN AREAS WHICH HAVE NOT STARTED PRODUCTION WILL BE LIABLE 
TO A PETROLEUM PROFITS TAX RATE OF BETWEEN 65 AND 75 
PERCENT (EXACT RATE DEPENDS ON OUTCOME OF COMPANY-FMG 
DISCUSSIONS) UNTIL PRE-PRODUCTION EXPENSES HAVE BEEN 
FULLY AMORTIZED. TAX RATE WILL THEN REVERT TO PRESENT 

85 PERCENT RATE. 

F) NEW CONCESSION AREAS. BOTH OFFSHORE, WILL 
BEOFFERED WITHIN THE NEXT THREE MONTHS. 
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3. CRITICAL UNCERTAINTY AS FAR AS COMPANIES CONCERNED IS 
WHETHER LOWER TAX RATE WILL APPLY TO EXPLORATION AND 
DEVELOPMENT OF NEW FIELDS BY EXISTING PRODUCTING COMPANIES 
OR WHETHER IT WILL BE RESTRICTED TONEW INVESTMENTS BY 

NEW COMPANIES WHO DO NOT CURRENTLY HAVE ANY PRODUCTION IN 
NIGERIA. ALTHOUGH ONE SMALL COMPANY REPRESENTATIVE 
SEEMED OPTIMISTIC, MANAGING DIRECTOR OF LARGEST PRODUCER 
SHELL-BP TOLD EMBASSY PETROLOFF HE BELIEVEDTHAT LOWER 
TAX RATE, WICH WOULD BE THE MOST ATTRACTIVE INCENTIVE 
OF ALL, WOULD NOT APPLY TO EXISTING PRODUCERS. 

MOBIL OIL REPS APPARENTLY TRYING TO GET CLARIFICATION 
ON THIS KEY POINT IN MEETINGS AT MINISTRY THIS AFTERNOON. 

4. EMBASSY BELIEVES ABU DHABI HAS THREE TIER TAX RATE 

WHICH IS USED TO STIMULATE NEW EXPLORATION AND DEVELOPMENT. 
WOULD BE GRATEFUL FOR CONFIRMATION OF THIS AND ANY 
ELABORATION EMBASSY ABU DHABI CAN PROVIDE. 

EASUM 
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